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Did You Know?

* Medicaid fraud, waste and
abuse cost states and the
federai government Lillions
of dollars annually.

* Many states are working
to identify and prevent inap-
propriate payments before
Medicaid claims are paid.

* Inatleast nine states,
independent offices lead
Medicaid program integrity
efforts.
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Fighting Fraud, Waste and Abuse

By Megan Co nelossy

Fraud, waste and abusc in the Medicaid program divert taxpayer dollars that otherwise would
be spent on legitimate health care, These pracrices also can subject patients o ineffective, un-
necessary or even harmful testing and treatments. In order 1o ensure proper expenditure of
public funds and improve the quality of health care, stares are ar the forefront ofprevenring,
derecting and deterring improper practices and paymens,

According to the Government Accountabilicy Office, Medicaid may be vulnerable 1o fraud and
abuse due to lack ofadequate fiscal oversight. The full extent of inappropriate spending cannot
be measured precisely, but the Centers for Medicare and Medicaid Services (CMS) estimares
that improper Payments cost states and the federal government billions of dollars annually. As
health care costs continue to rise and many states prepare to expand Medicaid in 2014, ensur.
ing appropriate use of public funds remains an important issue.

Although both providers and beneficiaries may in-
advertently or purposely defraud the system, states
often focus their effores on providers because they
typically account for the bulk of improper spending.

DEerINITIONS

financiaf gain.

the Pew Center on the States, based on federal data, | Ing errors.

separates these efforts into three categories: screening
providers and beneficiaries before enrolling them in

Fraud: Purposely deceiving Medicaid for unauthorized

Waste: Generally unintentional, waste includes over-use
A new report and inreractive database dcvelopcd by  of services, misuse of resources and unintentional biil-

Abuse: Providing unnecessary medical services or engag-
ing in questionable business, fiscal or medical pracrices.

Medicaid; reviewing claims for suspicious patterns

before payment; and reviewing claims afrer they are paid, then attempting to recover those
deemed improper.

Recognizing the importance of prevention, states are increasing their efforts ro screen provid-
ers by verifying licenses, making unscheduled visits 1o medical sites o confirm che provider is
legitimate and conducting criminal background checks, am ong others. States also are attempting
to identify, analyze and prevent suspictous Medicaid billing pacterns before making payments
rather thap attempring to recover funds after payments are made.

State Action
In most states, primary responsibility for combating fraud and abuse rests with the state Med-
icaid agency and the Medicaid Fraud Conuo! Unjr, although some stares also rely on state

attorneys general, state auditors or 3 designated Medicaid inspector general. Here are some of
their strategies.
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Creating an Office of Medicaid Inspector General. Arizona, Florida, [linois, Kansas, Michigan, New
Jersey, New York, Texas and Utah have established independenr offices 1¢ ensure Medicaid program in-
tegrity. Many have achieved considerable savings. Utah’s Office of Inspector General of Medicaid Services,
forexample, recovered or prevented around $10 million in Improper payments in irs first vear alone and
currently is pursuing an additional $18.7 million. According to its 2010 annual report, the New York
Office of Medicaid Inspector General recovered more than $450 million in inappropriate payments. The
Texas Office of Inspector General feports recovering more than $466 million in 2611

Using Technology. While some states are only beginning 1o explote the benefits of advanced tech nologies,
a few already are using and improving these systems. In 2012, Washington passed HB 2571, requiring
the Health Care Authority to seek information about the potential of predictive modefing technologies
to help maintain program ingegrity. Such technology analyzes Medicaid billing patterns, provider and
beneficiary information, and other data 1o detect fraudulent activity.

In 2007, the Hllinois Office of Inspector General used a $4.85 million federal Medicaid Transformation
Grans o develop its Dynamic Nerwork Analysis system. Initially designed o eliminate fraud in a few
select areas, the system identifies issues such as duplicare and improper billing, and led to policy changes
that effectively shut down such schemes. The stace, for example, cut $25 million in improper group
psychotherapy payments and $50 million in group transporiation services.

Using CMS’ Advanced Planning Document process, Texas secured matching federal funds 1o develop
and deploy highly advanced graph pattern analysis technology. As stipulated by funding requirements,
the system integrates with the Texas Medicaid Management Information System to identify suspicious
billing patzerns. Although federal marching funds are available for planning, developing and operating
new technologies, this option requires significant state investment,

Requiring Reports. Many stares require agencies responsible for Medicaid integrity to submit annual re-
ports that document activiries such as toral investigations of provider fraud, criminal co mplaints, monetary
recoveries and cost avoidance, A 2012 Colorado law requires the state Department of Health Care Policy
and Financing and the attorney general to submit reports on beneficiary and provider fraud, respectively.

Federal Action

where there is a credible allegation of fraud: impose temporary meratoria on new providers; and terminate
providers whase billing privileges have heen revoked by Medicare or another state Medicaid program,
The act also creates new opportunities for coordinating programs among states, enhances dara sharing,
expands overpayment recovery efforts, and makes federal funding available ro help states create or enhance
their Medicaid Management Information Systems.

As the federal agency respansible for Medicaid administration, CMS works closely with states to imple-
ment these and other new programs. In addition, although many states already are pursuing predictive
analytics technologies, section 4241 of the Simall Business Jobs Act of 2010 requires CMS to expand
such a system for identifying and preventing improper payments to Medicaid and the Children’s Health
Insurance Program by April 2015.
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